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Employee assistance programs (EAPs) represent a relatively new fringe
benefit for workers; the number of these programs has been steadily
increasing in worksites of all sizes. Despite this surge in the growth of
EAPs, few studies have estimated their costs or benefits. To guide future
economic evaluation studies of EAPs, we have developed a methodology
that has four components: a process description to understand the
structure, operating environment, and goals of the EAP; a cost analysis to
comprehensively identify and estimate the full range of EAP cosis; an
outcomes analysis 1o rigorously estimate the effectiveness of the EAP for
groups of employees and the overall impact of the EAP on employee
performance and workplace productivity; and an economic evaluation to
estimate cost-effectiveness ratios, dollar benefits, and net benefits of the
EAP. Our methodology is based on standard economic theory, but we
present the evaluation strategy in a nontechnical way so that it can be used
by employers and other researchers to estimate the costs and benefits of
EAPs. -

Introduction

An increasing number of worksites have established employee assistance
programs (EAPs) for workers with a variety of personal problems. A Bureau of
Labor Statistics (BLS) survey found that 6.5% of establishments offered EAP
services in 1988 while a follow-up survey of those same worksites found that
11.8% had an EAP in 1990 (Hayghe 1991). A more recent study by the Research
Triangle Institute (RTT) found that 33% of all privaie nonagricultural worksites
with 50 or more full-time employees currently offer EAP services. Furthermore,
an additional 9% of those worksites in the RTI study not currently offering EAP
services plan to start an EAP within the pext year (Hartwell et al. 1994). Looking
at coverage from the employee perspective, another study found that 45% of a
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ple of full-time employees had access to an EAP in 1991 (Blum, Martin, and
Roman 1992). ' '

As the prevalence of EAPs increases, so does the peed . for scientifically
rigorous studies to evaluate these programs. The primary objective of this article
is to provide methodological guidance for future evaluation studies of EAPs.
Much of the insight and lessons developed by the authors of this article were
obtained through case study analyses of seven EAPs over the last three years. We
are in the process of describing the EAP structure, goals, and services; estimating
EAP costs and ocutcomes; amx conducting an economic evaluation at each of the
worksites. We are challenged in ¢his effort by many of the methodological issues
that are outlived in this article. In particular, daw collection is always easier in
theory than it is in practice; some of the key outcome variables are unavailable at
some sites, Also, we must continue collecting data for up to three years at some
sites to establish an adequate follow-up period. We hope that the points outlined
in this article will belp to improve the execution and quality of future EAP
evaluations. _

Much of our work has been directed by the findings of past EAP evaluations.
Some of these studies focus on whether EAPs effectively idestify and recruit
employees with alcohol abuse, drug abuse, and mental health problems (Levy et
al. 1980; Foote and Erfurt 1981; Harris and Fennell 1988; Blum, Martin, and
Roman 1992). Other studies have examined the outcomes of a specific type of
intervention that complements the core EAP services such as follow-up,
constructive confrontation, or various treatment options (Foote and Erfurt 1991:
Trice and Beyer 1984; Walsh et al. 1991). However, few studies have examined
both the costs and the associated benefits of an EAP itself, independent of any
ancillary services.

Separating the EAP effect from the full effect of EAP services coupled with
ancillary services poses a formidable challenge to EAP evaluators. Klarreich
(1990) describes several confounding factors and logistical difficulties obstructing
EAP bencfit-cost analyses, such as collecting and valuing employee absenteeism,
turnover, medical claims, productivity, and work behaviors, as well as lengthy
delays before these improvements are observed. Many researchers discuss the
organizational difficulties that ofien interfere with EAP evaluations, such as the
confidentiality of program records, skepticism about the research on the part of
administrators, and the constraints faced by EAP staff in implemeniing the
research study protocols (Foote and Erfurt 1991; Trice and Beyer 1984).

Several EAP evaluation studies have been criticized for a poor study design
(Kurtz et al. 1984; National Research Council/Institute of Medicine 1994;
Bannerman 1992). Experienced researchers in the area of EAP evaluation have
recognized that several factors limit the data necessary to implement an
experimenial design methodology. Although no study bas randomly assigned
EAP-cligible employees to a control group and an EAP-treated group, some
rescarch has iovolved random assignment to various treatment options after
contact with the EAP (sec Walsh et al 1991; Foote and Erfurt 1991). However,
without a control group who obtained no EAP services, inferences about whether
outcome changes are auributable to EAP services or to some other factors are
difficult to justify. Another factor limiting the analyses of EAPs is the brevity of
the observation penod. To accurately detect a change in a particular outcome, it
1s often preferable 10 have data for several years before and afier EAP contact.
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The time and expense of including a lengthy data collection period precludes this
option for many rescarch projects.

Two of the most widely cited evaluations of the independent EAP effect
explained above were conducted at McDonnell Douglas Corporation (MDC)
(1990) and Control Data Corporation (CDC)(1990). Each of these evaluations has
several strengths, but data limitations and methodological problems reduce the
statistical significance of the findings. For example, the MDC evaluation is
limited by using only ten employees in the comparison group that is matched on
demographic characteristics with the EAP treaiment group, and by examining only
absenteeism and medical claims data, The MDC study is enhanced by a three-year
observation period. However, resuits are insufficiently documented to provide
any guidance for future evaluation studies.

The CDC evaluation examines the impact of the EAP on performance reviews,
salary increases, absenteeism, and medical claims costs for “troubled® workers.
The study includes a comparison group of untreated troubled workers. The
evaluators use ninc years of data on claims costs, ten years on absentecism, and
eleven years of performance reviews and salary increases. Despite the strengths of
a lengthy follow-up period and of an untreated comparison group, the CDC
evaluation has limitations. For instance, the study does not report any statistical
tests of the main findings or provide the methodology for estimating EAP costs.
Also, the study does not use a comparison group of "untroubled” employees to
conirol for any extrancous factors that might be affecting all workers at the
worksite.

In addition to the studies noted above, most EAP evaluations tend to be in-
house promotlona] efforts (Cayer and Perry 1988), so they are criticized for
potenual investigator bias (Krupnick and Pincus 1992). Onpe reason why so few
economic evaluations have been conducted is the difficulty in obtaining the
necessary cost and outcome data. Much of these data are confidential and the
outcome variables (e.g., absenteeism, medical claims) are influenced by many
factors other than participation in an EAP,

To guide future evaluation studies, we have identified four components of an
evaluation strategy for EAPs:

o A process description to understand the structure, operating environment,
and goals of the EAP; and to guide the evaluation.

e A cost analysis to comprehensively identify and estimate the full range of

e  An ouicomes analysis to rigorously estimate the effectiveness of the EAP
for groups of employees and the overall impact of the EAP on employee
performance and workplace productivity, and

s An economic evaluation to estimate cost-effecuveness ratios, dollar
benefits, and net benefits of the EAP.

Although our EAP evaluation strategy contains most of the featres of
traditional program evaluation strategies found in the soctal sciences (e.g., Patton
1986), the reader may notice some differences in organization and content. The
main reason for these differences is explained by the economic perspective of our
program evaluation, which places more emphasis on cost and outcomes analyses.
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(For a full description of the economic method of program evaluation see
Drummond et al. 1987 or Campen 1986.) o
. We illustrate the relationship among these four componems in ﬁgure 1. ;Each _
stcp in the evaluation straiegy provides information for and a transition to the next
step. The process description identifies important resources and services for the
cost analysis and key ouicome variables for the outcomes analysis. The cost ;nd
outcomes analyses provide estimates for the economic evaluation. The econoiic
evaluation uses findings from. the cost and outcomes analyses to_estimate cost
effectiveness, dollar benefits, and cost savings, which can then be used to develop

policy recommendations. The policy and program recommendations can ﬂlen be
used to crinque and improve the EAP.

i
1
*
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2
3

Figure 1 -
Flow Chart of EAP Evaluation

i ;I Process Description 1 ;

Identify relevant costs Identify relevant outcomes

Cost Analysis Outcome Analysis

Target outcomes
and savings

Economic Evaluation

Formulate policy and program
recommendations

— Implement changes
1o the EAP
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We organize this article based on our four proposed components of an
evaluation strategy for EAPs. Section 2 discusses the process description used to
determine program structure, goals, and EAP services delivery. Section 3
describes the cost analysis used to collect financial data and estimate program
costs. In section 4 we explain the outcomes analysis, which is used to estimate the
effectiveness of the EAP for key outcome varables, and the overall program
impact. Section 5 combines the first three components into an economic
evaluation framework to estimate cost effectiveness and net benefits of the EAP,
and highlight possible policy implications. Section 6 summarizes our
methodology and provides some concluding remarks.

Process Description

A process description of the EAP is a critical step to prepare the evaluator for
data collection and analysis. Roman and Blum (1988) discuss the structure of
EAPs and the importance of a process evaluation. In our EAP evaluation
framework, a process study serves the following four purposes:

e  Describes the structure of the EAP,

s  Describes the environment in which the EAP operates
¢ Identifies the goals and objectives of the EAP.

o Identifies cost elements and key ouicome variables.

The first step, a description of the EAP, should include a history of the EAP,
the year the EAP started, any important changes in the operation or structure of
the EAP, and the EAP’s utilization rates and staffing structure. Giveu the high
degree of variability among EAPs, the process description should document the
types and intensity of service provided by the program. Evaluators should also
collect information pertaining to outreach activities, counseling services, referral,
follow-up, administrative activities, and any other activities that would describe
the EAP process. The evaluator should discuss the philosophy of the EAP, the
EAP's position in the corporate hierarchy, and whether the EAP is provided
internally by company staff or externally by a contractor.

The second step is a description of the operating environment of the EAP,
which involves the worksite, the organization, and the community. These
environments all play a role in the structure and success of the EAP. The
worksite and organizational characteristics include workforce demographics, type
and location of facilities, type of industry, corporate structure, and company
awareness and cooperation. Community characteristics such as demographic
profile, employment patterns, philosophy of local government, and community
treatment options all contribute to the structure and success of the EAP. For the
process description, the evaluator should collect information about these
environments to help explaiu the operating characteristics and constraints of the
EAP.

The third step of the process description identifies the goals of the EAP. Most
EAPs provide a wide range of services to employers and employees as described
by Roman and Blum's "core technologies™ (Roman and Blum 1988). The specific
implementation of these core technologies varies from program to program.
Therefore, it is necessary to identify the individual goals of the EAP under study.
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For example, some EAPs provide an array of counseling and referral services for

mental health problems or chemical dependency. Other EAPs strive to reduce the.

firm's health insurance costs by serving as a gatekecper to mental health and
substance abuse treatment. Still other EAPs make referrals to treatment for
employees who test positive for.illicit drugs, assist supervisors with the correct
way to handle chronically unproductive employees, and organize trauma support
groups for employees exposed to workplace violence. Because many, if not most,
EAPs have some combipation of these and other goals, the evaluator should
identify the full range of EAP services before conducting the actual evaluation, -
The fourth step in the process description is to identify the important cost and
outcome variables for the evaluation. Table 1 presents examples of possible cost

and outcome variables for typical EAPs. Cost elements include direct

expenditures on personnel and equipment, as well as indirect costs such as shared
facilities and equipment and volunteer labor. The cost of an externally provided
EAP probably includes only the direct cost of the service contract, while an
internal EAP incurs both direct and indirect costs. Qutcome variables include
absenteeism, health insurance claims, and accident rates. For example, an
evaluation of a program designed to reduce ubexcused absences and work
stoppages would certainly examine abscpiecism records and performance reviews
for evidence of improved attendance, while an evaluation of a program that serves

a managed care role would examine bencfits utilization records for evidence of

decreased health care costs.
Table 1
Potential Costs and Outcomes of an EAP
Cost Variables Outcome Variables
Direct Costs Absentecism ™
Personnel Days abscnt due to injury or illness
Equipment Days absemt without approval
Supplies .. Days tardy
Coniractors' fees Total days absent for any reason
Electricity Health Care Expenditures
Telephones Number of outpatient visits
Other utilities Number of inpatiet hospital stays
Staff training Total charges for outpatient care
Indirect Costs Total charges for inpatient care
Office space Salary and Rate of Pay
Shared facilities Workplace Accidents
Shared equipment Number of workplace accidents or injuries
Donated tme Days away from work due 10 workplace accidents or
injuries
Vohinteers Total restricted days due to workplace accidenis or injuries

Dollar damage to propeny and equipment
Job Performance

Total score on a performance rating scale

Promotions for exemplary performance

Demotions for poor performance

Number of formal grievances
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Cost Analysis

The main emphasis of the cost analysis is collecting the necessary data to
estimate the total and average costs for the EAP. When collecting cost data, the
evaluator should use records of actual expenditures for direct costs, not budgets,
to determine the amount speat on a certain cost category. Because budgeis are ex-
anie projections of future expenditures, they often deviate from actual
expenditures, whereas ex-post financial statements reflect past, and therefore,
realized costs.

The evaluator should be careful to include all relevant opportunity costs when
collecting expenditure data. Opportunity costs represent the value of a resource in
its next best use. In most cases the opportunity cost and the dollar expenditure for
a resource are identical, but when considering volunteer services or office space
used "free of charge,” opportunity costs become important. Usually, opportunity
costs can be calculated by determining the amount the EAP would pay for the
resources if they were not provided free of charge.

Once all the relevant resource-use and expenditure data have been collected,
the evaluator can then compute toial and average cost estimates for the EAP.
Total cost is calculated by simply adding all appropriate cost elements for a given
time period. Average costs are then calculated by dividing the total cost estimate
by some measure of eligibility or utilization. One set of possible average cost
estimates is the cost per eligible program participant (e.g.. employees plus
dependents) or the cost per eligible employee. To calculate an average cost per
eligible person, the evaluator would simply divide the total cost estimate by the
number of individuals eligible to use the program. To calculate the average cost
per eligible employee, the evaluator would divide total cost by the number of
employees eligible to use the program.

Each of the average cost estimates discussed above will describe the costs of
the EAP in a slightly different way. For example, since many EAPs cover
dependents, as well as employees, the evaluator may consider the effect of the
EAP on dependents to be an important aspect of the program. Consequently, the
average cost per eligible person would be an appropriate estimate to compare to
program outcomes. If, on the other hand, the EAP does not cover dependenis or
the evaluator considers that effect to be less important, the average cost per
eligible employee would be the more appropriate statistic to calculate. The appeal
of these estimates is that they provide a per-person cost, which can be compared to
other EAPs regardless of size. In addition, the average cost estimates can be
compared to other worksite variables such as average insurance premiums, average
fringe benefit cost, and average days absent per employee.

Average cost estimates based on eligibility are not always pertinent to the
research. however, because they spread the full cost of the EAP over some people
who have not used the program. If this is a concern, the evaluator should
compute either the average cost per person served or the average cost per
employee served. The distinction between these two estimates is the same as
between average cost per eligible person and per eligible employee, but the
averages for served individuals consider only people who have actually used the
EAP. These averages are useful when the evaluator needs to determine the
average cost of serving troubled employees as opposed to the average cost of
providing EAP services to all employees.

Table 2 uses hypothetical EAP cost and utilization values to illustrate the
calculation of average cost per eligible employee and average cost per employee
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served. First, we pote the total cost of the EAP, which is the sum of all relevant
opportunity costs during the test year. Next, we list the munber of employees
eligible to use the EAP and the pumber of employees who actually sought

counseling from the EAP. F'mally, we calculate and dlsplay the average cost_ _

estimates.
Table 2
Total and Average Costs of A Hy pothetlml EAP
Category Amouni Dcscnpnoa -
Total Cost $18,640.00 Sum of all relevant costs of the EAP -
including indirect costs in the base year.
Eligible Employees 950 Total pumber of employees eligible to
use EAP services in the base year.
Employees Served 79 Totil number of employees who actually
used EAP services in the base year.
Average Cost per $19.62 Total cost divided by the number of
Bligible Employee eligible employees.
Average Cost per $235.95 Total cost divided by the number of
Employee Served emplovees served.

Although calculating EAP costs ma)g appear 10 be a relatively straightforward
exercise, evalvators should be aware of certain challenges. First, many EAP
budget and expenditure reports are subsumed under those of larger deparunents.
Although detailed record keeping may help with this problem, the evaluator must
often develop impulation rules to assign expenses to the EAP. Another challenge
relates to the collection of financial data from handwritien and hard-copy formats.
A detailed record keeping systern mimimizes some of the potential problems
created by handwriten budgets and expense reports, but computerized records
often make data collection much easier and more efficient. Finally, the evaluator
must be careful and creative when estimating opportunity costs. Imputation rules
and assumptions which form the basis of opportunity cost estimates should be
clearly stated so that the cost estimates are understandable and conducive to future
analysis.

QOutcomes Analysis

The outcome study is perhaps the most challenging of the three evaluation
componenis due to the difficulty in measuring the incremental effect of EAP
services on outcome variables. To accurately distinguish the effect of EAP
services on job performance and other variables, the evalnator must complete at
least the following set of tasks:

» Choose a study design and methodology 10 guide the outcomes analysis.
» Determine the appropriate employee sample(s) to study.

o  Establish a ume frame for the analysis.

e  Collect the necessary data

»  Estimate the effectiveness of the EAP for groups of employees.
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e Estimate the overall impact of the EAP.

The distinction between the last two tasks noted above relates to the scope of
the analysis. For example, the effectiveness analysis will estimate changes in a
target outcome (e.g., absenteeism) for a certain group of employees who obtained
services from the EAP. The cobort of employees in this example can be all
individuals who met with the EAP during a given time period or a subset of this
group (¢.g., male employees who visited the EAP for an alcohol-related problem).
Alternatively, the impact amalysis will determine the overall success of the EAP
Vis-a-vis the target outcomes and program goals. The impact analysis takes a more
global perspective on outcomes and measures changes for the entire population of
eligible employees.

To more fully describe each of these tasks, we divide this section into three
subsections. First we explain the study design, methodology, employee samples
and time frame. Next, we discuss data collection, effectiveness estimation and
impact evaluation.  Finally, we describe some challenges and limitations
associated with the outcomes analysis.

Study Design, Methodology, Samples, and Time Frame

The methodological strengths of experimental smdy designs are well
established. The importance of avoiding selection bias, omitted variable bias, and
confounding factors as well as controlling for data limitations in order to ensure
statistical validity and generalizability of the research findings is also commonly
recognized (see Cook and Campbell 1979; Campen 1986; Patton 1986;
Drummond et al. 1987). Another important factor is providing appropriate
qualifications concerning the probable occurrence of these conditions during data
analysis.

The recognized and acknowledged ideal methodology to estimate the impact of
an EAP would be an experimental design that randomly assigned individuals to an
intervention group and a control group. With this design, some number of
eligible employees would be randomly assigned to an intervention group (e.g8.,
offered EAP services) and an equal number of eligible employees would be
randomly assigned to a nonintervention control group (e.g., no access to EAP
services). The incremenial effect of EAP services on outcome variables of interest
could then be estimated by simply subtracting the mean cbanges between pre-
intervention and post-intervention outcomes for the control group from the mean
changes between pre-intervention and post-intervention outcomes for the EAP
group. By randomly assigning eligible emptoyees to the intervention or control
group, the evaluator would ensure that any measurable differences between
outcomes for the two groups are the result of the intervention (EAP services in
this context) and npot the result of confounding factors (e.g., personal
characteristics, a downturn in the economy, or a change in the company's health
plan).

Despite the couceptual appeal of an experimental design, most studies of this
type are very difficult to implement, especially for a social service like EAPs." To
even consider an experimental design to estimate the impact of an EAP, the
evaluator must first be able to identify a relatively large sample of “troubled”
employees who are eligible to use the EAP. This eligible group of employees
must then be randomly assigned to the EAP for assessment and possible referral to
treatment or to a control group who would not have access to EAP services.
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Identifying an eligible group of employees is itself a \daununq task, but
wlthholdmg EAP access from a group of individuals Who may desire these
services raises a host of ethical issues. For these reasons, an experimental design
is rarely used in EAP evaluations.

In developmg a more practlcal outcome  estimation strategy, the evaluator
sbould keep in mind those aspects of the experimental design that make it ideal.
The one essential aspect is using a control group that allows the evaluator to
distinguish the effect of the EAP from the confounding influence of similar
services and other factors. Perhaps the most practical and theoretically acceptable
alternative design that achieves this goal is a quasi-experiment with nonequivalent
comparison groups.

A quasi-experimental design has an intervention group am_i a companson
group, but instcad of randomly assigning eligible employees to these groups
before the intervention takes place, the evaluator places individuals in certain
groups based on their own EAP and treatment decisions. The intervention group
would consist of people who chose to seck help through the "EAP on tbeir own.
The evaluator should try to assemble comparison groups similar (0 t]_:e
intervention group in every aspect except for the participation in an EAP. A
major concern with this type of design is the likelihood that the intervention and
comparison groups will not come from the same underlymg population. In fact, a
nonequivalent comparison group design derives its name from this very concern.
The evaluator must carefully choose the intervention and companson groups to
ensure that any inherent differences in the _groups do not obscure the EAP effect.

Consider the choice of the imervention group. In most cases, this group
consists of everyone who received services from the EAP in a given time period.
In some cases, the evaluator may choose a subset of these individuals. The most
common subset is an intervention group composed of only employees instead of
employees and dependents. Some subsets, however, may be based on a specific
presetiting problem such as alcoholism or drug abuse. The pnmary goals of the
EAP could belp 10 guide the evaluator in choosing an intervention group. For
example, an evaluation of a managed-care-based EAP designed to contain mental
health and subswance abuse claims will probably use a subset of employees who
sought help through the EAP for problems relaied to mental bealth and substance
abuse.

Next, the evaluator chooses a comparison group or groups. These groups will
ideally mirror the characteristics of the intervention group absent the paniicipation
in an EAP. The broadest choice for such a group is a random sample of all
individuals (or all employees) who are eligible o receive EAP services but have
not dope so. This group would represent the baseline level of outcomes to which
the evaluator can compare EAP cliemts. A second choice for a companson group
would consist of all individuals (or all employees) who sought help for a personal
problem(s), but did not use the EAP. This non-EAP-serviced group allows the
evaluator to partially separate the effect of the EAP from the effect of the EAP
coupled with ancillary services (e.g., substance abuse treatiment). The evaluator
can usually form this group by using health insurance claims data to identify
individuals (or employees) who filed claims for subsiance abuse or memal health
services, but did not go 10 the EAP. A non-EAP-served group of individuals who
received substance abuse or menta] health services may be a reasonable match to
the EAP-served group given the high incidence of mental health and substance
abuse problems among EAP clients.?
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After choosing the methodology and forming the study groups, the evaluator
must choose a time frame for analysis. An important factor to consider in this
decision is how much time is necessary after EAP contact to capture both short-
term and long-term effects of the program. For example, a one-year follow-up
after EAP contact may be a sufficient amount of time to capture the short-term
effects for some outcome variables such as absentecism or disciplinary reports.
The most important EAP effects for some clients, however, may involve more
complex variables such as health status improvements and reduced use of medical
care. These longer term outcomes may take several years to materialize. Thus,
the evaluator should consider a time frame for analysis that will at least be able to
capture the short-term effects of the EAP and possibly the long-term effects if
these variables are important to the study.

Another factor to consider is how underlying characteristics of the groups may
influence outcomes. To adequately determine how the imtervention and
comparison groups differ and how these differences might affect outcomes, the
evaluator must collect information about the individuals prior to the intervention.
Thus, the evaluator must select a time frame that allows for sufficient collection of
pre- and post-EAP intervention data. We recommend collecting demographic and
outcome data for each individual at least three years prior to and three years
following the intervention year (i.e., year of EAP contact for the intervention
group) to estimate long-term EAP effects. This usually represents the amount of
time necessary to identify most changes in target outcomes, examine trends 1n key
variables over time, and assess whether the EAP effects are stable.

Data Collection and Outcomes Estimation

As discussed earlier, key outcome variables are usually identified during the
process component of the evaluation. Collection of outcome data at this stage of
the analysis should be augmented with information on employee demographics
such as age, gender, race and salary. The evaluator must often obtain these data
from several different sources and departments before conducting an outcomes
analysis. For example, the human resources department may keep absenteeism
and demographic data, while an independent insurance company may keep data on
medical care utilization and expenditures. Unfortunately, some of the necessary
data may be unrecorded or may require labor-intensive record abstraction. For
example, few companies keep data on employees for more than a few years, and
some companies still keep data in handwritten format instead of electronic files.
The evaluator should determine the availability and format of the data before
proceeding with the rest of the outcomes analysis. If some data are unavailable or
expensive to access, the evaluator may peed to modify the analysis to address
these deficiencies.

After verifying the availability of necessary data, the evaluator will then draw
the employee samples and collect the data for these individuals. Using EAP
records, the evaluator can establish the intervention group. Depending on the
specific rescarch questions, the evaluator may be able to use personnel records to
draw a random sample of employees and health insurance records to select a
sample of employees who sought treatment for substance abuse or mental health
problems without going through the EAP. After drawing the appropriate
employee samples, the evaluator can collect longitudinal data on the outcome
variables identified earlier. Because outcome-related data are often confidential
and usually kept by separate and distinct departments in the organization, the
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evaluator must often rely on staff in those respective departments to compile the
data and send it directly to the evaluator. The evaluator could then compile the
data and create an analysis file. o '

When drawing employee samples and collecting outcome data, the evaluator
must be especially careful to protect the confidentiality of all individuals involved
in the study. We recommend a process similar 10 the one illustrated in figure 2 to
protect employee confidentiality. First, staff in the appropriate departmemnts
prepare a rtoster of possible study subjects and submit these rosters to the
evaluator. Second, the evaluator draws a sample of employees from each roster
and prepares a master list of all employees selected for the study. The evaluator
sends this master list 10 each of the departments to compile the appropriate data
contained in their section. Last, authorized staff in those depariments organize
those data in a designated format for all subjects and send the data file back to the
evaluator to be merged with other files. Although a bit tedious, this process
protects employee confidentiality by epsuring that only the evaluator can link an
individual to a study group. ' '

Figure 2
Flow Chart of Data Collection Procedure

¢ 1. Kdentify list of possible sudy subjects

FAP Evaluator —C2. Draw random mmpie@_.I Worksite Daua Collectons
. 3. Comgpile data on sutjects )

The last step in the outcomes analysis is 10 estimate the effectiveness and the
impact of the EAP in a statistically rigorous way by comtrolling for any
differences in the intervention and comparison groups or by showing that they are
statistically equivalent prior to EAP intervention. To show that the samples are
statistically equivalent before EAP contact, the evaluator would compare factors
such as age, race, gender, socioeconomic siats and education, as well as the
outcome variables before EAP intervention. Using statistical tests (e.g., t test or
Wilcoxon rank order tesis), the evaluator can determine if the groups have
statistically equivalent variable means for outcome variables and other factors. If
the evaluator cannot reject the pull hypothesis of equivalent means, it may be
feasible to treat the groups as statistically equivalent. In this case, the evaluator
would determine if the EAP was effeciive by testing whether the difference in an
outcome variable berween the intervention and comparison groups was statistically
different from zero.

In most cases, however, the study groups will not be statistically equivalent.
Even if suatistical equivalence cannot be rejecied based om tests involving
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observable variables like age, gender and education, individuals differ in many
unobservable dimensions that are difficult to detect statistically. When the study
groups are not statistically equivalent, the evaluator should develop a framework
to describe how obscrvable variables interact to affect employee outcomes. For
example, the relationship between an outcome variable and a collection of
explanatory variables can be described by equation (1):

Yer1 = YXgq1o My, My My, EAPG Ry 1 Ry Rey ) m
where

Y = labor market outcome variable (e.g., wage, absenteeism,
performance rating).

X = set of demographic variables (e.g., age, ethnicity, gender, education,
occupation).

M = set of variables that describe certain classes of personal problems
(e.g., depression, hypertension, financial, legal, chemical
dependency).

EAP = indicator variable for participation in the EAP.

R = set of variables related to the other types of treatment an individual
may receive in addition to, or in place of, EAP services {¢.g.,
outpatient counseling, residential treatment).

t = time period.

The motivation for this theoretical relationship can be explained in the
following way. Assume that some individuals receive services from the EAP in
time period t. To measure the effect of the EAP on job performance, we want to
obscrve the value of the labor market outcome variable Y in time period t+1.
The varigble Y in period t+1 is ceriainly influenced by a set of demographic
variables in time t+1, noted by X, . Furthermore, Y, is affected by the
preseiice of personal problems (e.g., depression or illness) that occur before,
during, and after contact with the EAP. This explains why we have the variables
M. 1. M, and M | in the model. Last, EAP clicats may receive services from
sources other than the EAP that could subsequently affect job performance. These
services may include formal substance abuse treatment, psychological counseling,
or participation in a sclf-help group. We recognize the influence of these factors
on job performance by including the varables Ry {, R;, and Ry, in the
theoretical model.

Equation (1) posits a basic reladonship in which the right-hand-side
explanatory variables (X, M, EAP, R) affect the left-hand-side dependent variable
(Y). Specified in this way, the evaluator assumes that the explanatory variables
arc exogenous to the model and are mot simultancously influenced by the
dependent variable or other explanatory variables. The evaluator should develop
the theoretical model based on the expected relationships among differeat
variables, and not based on the data available.
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The evaluator may have already determined what variables are available for
analysis, but the theoretical model posits a conceptual framework for how those
variables interact. Unfortunately, the theoretical model may not be estimable if
some variables are unavailable due to data constraints (e.g., no department kept
track of that information) or practical research constraints that limit the resources
available to a study (c.g., time and financial expenses might preclude the
collection and antomation of information that was only kept in handwritten files).
Omitted variable bias is the term for the statistical problem that may be created by
excluding a variable from the empirical model that should be included based on
the theoretical model. Omitted variable bias may be a significant problem if key
explanatory variables are missing from the analysis. '

Moving to the estimation phase of the study, the evaluator must specify a
functional form to define the relationship among the variables noted earlier. The
following linear regression model provides a simple and common functional form
for EAP outcome estimation:

Yee1 = ag + Xeg3B + aMyyy + apMy + o3Mg ) +

TEAPy + ogRes1 + asRy + agRyy + v + gy, (2)
Yei1 = g + XegB *a My g + apMpg + azMpg +

a.4R1_1 + c:th 0+ “6Rt-3 + v+ g, (3)

The variables Y, X, M, EAP, and R are the same as defined earlier, the
parameiers o; and v are coefficienis to be estimated, and P is a coefficient vector.?
The variable v is an error term that is different for each individual but constant
across all time periods and £ is an error term that is constant across all individuals
but different in each time period. The t subscripis indicate time periods where
period t is the period in which the intervention group sought help from the EAP,
t+1 is the post-test period, and t-1, (-2, and t-3 are the pre-test periods. The
length of time for the pre-test and post-test periods depends on the nature of the
study and the outcome variable being examined.

The problem with estimating equation (2) by ordinary Jeast squares (OLS) is
that the error term v may be correlated with unobserved client characteristics,
which both affect Y (e.g., ambition, motivation, confidence, and discipline) and
the decision 10 go to an EAP. Thus, OLS applied to equation (2) may yicld a
biased estimate of the effect of going 10 an EAP. To correct for this potential
bias, the evaluator can estimate a “first-difference” model as illustrated in
equation (4) (see Moffitt 1991 for a discussion of difference estimators):

(Yie1 —Yeo1) = BXp+1 —Xg1) + oMy — My p) +
(M — M¢ g) + a3(My ] — Mg
YEAP; a4(Ri4]; — Ry ) + ag(Ry— Ry o) +
a6(Re-] — Ry3) + (8447 —£¢-1) (4)

By suburacting equation (3) from equation (2), the evaluator eliminates the
error component, v, and all other variables that do not change between admission
and follow-up. The EAP coefficient y now represents an unbiased estimate of the
effect of EAP services on labor market outcome variables if plausible restrictions
on the error terms hold, and if the coefficient vector B and the coefficient
estimates ¢; are the same for all study groups and across all time periods.
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Challenges and Limitations
Even with the careful specification of a model, an EAP outcomes study poses
at least four challenges to the evaluator. These challenges are

¢ Time-frame constraints.
s  Sample-size limitations.
e Measurcinent 1Ssues.

e  Pressure to generate “bottom-line™ results.

First, practical considerations such as the cost of collecting data, the
availability of historical data, and the necessity of generating a timely report often
testrict the length of the evaluation period. Data collection can be extremely
expensive, and a longer time frame requires accessing more records, thus
increasing the cost of the evaluation. Many worksites maintain data in
handwritten files, purge data after a certain period of time, or do not ordinarily
compile the requisite data. Lastly, EAPs often evolve at worksites to reflect the
personalities of the director and other staff and to meet changing employee needs.
Consequently, it is unusual to find a stable EAP model at a particular worksite
that has been operating continuously for more than five years unchanged. This
poses an especially difficult evaluation chaflenge because the time frame for pre-
and post-EAP analysis is very short.

Data constraints can also limit sample sizes. If a firm has low EAP utilization
rates, or if the firm is relatively small, the evaluator is limited in the number of
individuals eligible for the intervention and comparison groups. Even if the
evaluator considers all individuals who are eligible for the study, low utilization
rates in a small firm can leave the evaluator with correspondingly small sample
sizes. Small sample sizes for the intervention and comparison groups will reduce
the power of the analysis and limi¢ the ability to find statistically significant
differences in outcome variables.

Attempting to quantitatively measure the provision of EAP services and other
personal care services in the empirical mode! poses another challenge. The
preferable type of variable would measure the amount of services on a continuum
from zero to some large amount. The advantage of such a continuous measure is
that the evaluator could control for both the provision and intensity of a service.
Unfortunately, the evaluator can usually obtzin information about the receipt of a
service, but data on intensity are poor or nonexistent. Consequently, the evaluator
is typically forced to use a dichotomous variable to indicate whether an individual
received a service with no additional information about the level or intensity of
that service.

Lastly, evaluators are influenced by many factors when determining the
objectives and scale of the cost and outcomes evaluation. Quite often, worksite
managers and administrators are driven by “bottom-line” results that recommend
whether to continue, restructure, or disband an existing program. EAP evaluators
may be prematurely subjected to this type of pressure to show that a program is
cost effective. Since many EAPs have been operating for only a short time, and a
program must be fully implemented before drawing definitive conclusions about
cost effectiveness. the evaluation strategy at many worksites may only be capable
of developing preliminary recommendations. The point to remember is that the
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process description should provide some information and guidance about how to
interpret the evaluation results and the recommendations that can be derived from
the cost and ouicomes analyses.

Economic Evaluation

After completing the cost and outcomes analysis, the evaluator is ready to
combine the resulis from both substudies to conduct an economic evaluation of the
EAP. The first siep in an economic evaluation is to match the estimated
(incremental) costs of the EAP with the corresponding differences in outcomes.
Costs are maturally measured in dollars, but outcomes can be measured in other
appropriate units, depending on the variable. Dividing incremental cost by the
difference for a pariicular outcome leads to a measure of the cost-per-unit outcome
change attributable to the EAP. For example, the evaluator can calculate the cost-
per-day-absent avoided for EAP clients by dividing the incremental cost of EAP
services by the total reduction in absentecisin for all EAP clients, Comparing this
cost-outcome_ratio for the EAP intervention with a cost-outcome ratio for an
alternative program is called cost-effectiveness analysis. The program with the
lowest cost-outcome ratio in this context is judged to be superior for that
particular outcome (see, for example, Drummond et al. 1987; French, n.d.;
Zarkin et al. , n.d.; for a lengthier discussion of economic evaluation techniques).
The evaluator can also use these cost-outcome ratios (o guide workplace policy by
comparing them to other EAPs and other types of programs that may compete for
the resources devoted to the EAP.

Maiching EAP costs to the conesl)ondmg outcomes may seem like a
straightforward exercise, but it is critically important. The evaluator should be
careful 0 match outcomes that accrue only 10 EAP clients with the costs that
reflect only the activities of the EAP. The same amount of care should be used
when matching costs and outcomes for other types of programs that compete for
the same resources. By formally matching the costs and outcomes for each
program, the evaluator has the opportunity to examine and compare cost-
effectiveness ratios.

Since costs and outcomes are usually measured in differemt upits, cost-
effectiveness analysis is somewhat limited for policy purposes. Some of these
shortcomings can be avoided by estimating the dollar value of EAP outcomes.
When the value of outcomes are measured in dollars and then compared to costs,
the exercise is called benefit-cost analysis or net benefit estimation, Benefit-cost
analysis and pet benefit estimation directly compare the dollar bepefits resulting
from the EAP 10 the incremental costs of the EAP. To calculate a benefitcost
ratio, the evaluator would simply divide dollar benefits by costs. For example,
the total pumber of prevented days absent can be assigned a dollar value by
determining its wage equivalent. Avoided illness and injury can be valued by
determining the medical care expenditures necessary 1o treat such conditions. The
evaluator would then sum the dollar values for all EAP outcomes and divide by
the incremental cost of the EAP to calculaie the benefit-cost ratio. A ratio greater
than one indicates a net savings from the EAP and a ratio less than one indicates
that the EAP costs more than it saves. One of the biggest advantages of benefit-
cost ratios s that they reveal imporiant information about the EAP without having
t0 compare these ratios 1o other EAPs or alternative programs.

Whenever feasible, the evaluator should try to compute both cost-onicome and
benefit-cost ratios 10 obtain a complete picture of the EAP's economic impact.
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Additional policy and program implications regarding the operation of the EAP
can also be derived from the results of the economic evaluation. For example, one
might ask how the actual savings from the EAP compare to an expected level of
savings, or if another program may save more money, is the EAP as effective as
desired? Is another program more effective? What are the features of the EAP
that make it more or less effective than other programs? Will the EAP model at
this worksiic be equally effective at other worksites? Answers to these questions
will guide the growth of EAPs into cost-effective and beneficial programs for both
the sponsoring firm and eligible employees.

Summary

We have presented a concepiual framework and empirical model to guide
future evaluations of EAPs. Given the diversity in worksite characteristics and
existing EAP models, evaluators should not blindly apply this or any other
methodology to all EAPs. Nonctheless, we suggest that all EAP evaluations
should try to include at least the following four components:

¢  Process.
e Cost.
s  Ouicome.

e Economic evalpation.

When conducting and presenting each of these components, the evaluator
should be clear about simplifying assumpiions and carefully discuss every possible
threat to imtermal validity. Because each EAP is unique in some way, each
evaluation will also be somewhat unique. Nevertheless, the mark of a good EAP
evaluation is how closely it adheres to the principles of the concepiual framework,
while adapting to fit the characteristics of the program being studied. With the
recent growth in EAPs at both small and large worksites, employers and
policymakers could gain valuable informiation from more EAP evaluations that
follow the type of methodology proposed in this article.
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NOTES |

1. Walsh et al. (1991) used an experimcmial design to iest the effectivencss of an EAP-based
intervention. Walsh and colleagues randomly assigned EAP clieds with alcobolqtlaled problems to

one of three interventions. They then tested for differences in outcome vasiables across the three

groups. In effect, their design examined the effectiveness of EAP services coupled with a specific

type of treatment referral.  Our strategy s intended to examine the cffectivencss of EAP services

only, which makes an experiments! design much more difficult to implement because we mist

withhold EAP services for candidate employees who weuld be assngned to the conirol group.

2. A recent study of 439 EAPs found that, on average, about 30% of the cascloads stem fmm
employees’ problems with alcohol and other drugs. and 44% involve chients with psychological and
emotional problems (Blum et al. 1992; Blum and Roman 1992). K should be noted that these
categorics are not mutually exclusive, as the EAP cliens in this study had, on average, 2.1 problem
calcgories.

3. The variable M is usually difficolt to observe and measure for empinal work. The staustu:.al

implications of dropping this variable from the empincal model could be sigaificant, but the evaluator
may have few aliernatives.
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